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Consolidated Financial Highlights 


1972 OF 
Sales $324,547,000 $349,171,000 
Income before taxes 22,209,000 21,484,000 
Net income before extraordinary items 10,532,000 9,458,000 
Extraordinary items — Net gain 40,000 6,992,000 
Working Capital at December 31 110,561,000 87,015,000 
Capital Expenditures (including expenditures for acquiring new 
subsidiaries and associated companies) 14,043,000 18,685,000 
Common shares outstanding at December 31 9,794,161 9,794,161 
Earnings a common share before extraordinary items $1.06 20.95 
Dividends a common share $0.60 $0.60 
Number of Shareholders at 31st December 
Common 6,284 7235 
Preferred 581 604 
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To the Shareholders 


preceding year and earnings per common share were $1.06, 
compared with $0.95 in 1971. These results are encouraging 
because the improvement in general business conditions | 
occurring in Canada last year was not fully evident in some of 
the major markets served by CIL. In particular, sales of | 
products, equipment and services to the mining industry were | 
affected by relatively low levels of production in important | 
sectors of that industry. 

We are especially pleased to report that the favourable 
financial results in 1972 were accompanied by a marked im- 
provement in CIL’s safety record. All employees are to be 
congratulated for their concerted efforts towards this achieve- 
ment. One of our important objectives is to continue this trend 
in the Company’s safety performance. 

The entry of the United Kingdom into the European 
Economic Community emphasized the degree to which Cana- 
dian industry must compete, both at home and abroad, with 
three major industrial areas, Europe, the United States and 
Japan, each supported by developed economies based on 
populations many times larger than ours. Industry in Canada 
now has few special arrangements open to it in selling into 
these markets. 

Recognizing these trends some years ago, CIL's 
planning was directed towards the development of strategies 
designed to concentrate the Company's efforts in sectors which 
have advantages specific to the Canadian market or which 
are viable on a world scale in today’s environment. Businesses 
that serve or are otherwise linked to natural resources are an 
example of undertakings which are most likely to be compet- 
itive in this sense. CIL’s planning has accordingly placed 
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CIL's chloralkali plant to be built at Bécan- 
cour, Que, will supply a growing market in 
eastern Canada. 


emphasis on increasing the range of products and services 
for the resource industries and de-emphasizing businesses 
which, in its view, do not have the necessary strengths in the 
Canadian environment. 

In applying this basic approach, the Company has fol- 
lowed a four-fold strategy of diversification into new business 
areas, of strengthening other existing interests, of disposing 
of activities not In areas of primary interest to CIL, and of 
restructuring the organization to fit more closely the resulting 
corporate needs. It takes considerable time to alter the impetus 
of a large enterprise such as CIL and it is perhaps useful at this 
point to review our progress towards these goals. 

During the last three years over $18 million has been 
invested in new businesses with special emphasis on those 
that serve resource industries. In addition, good progress has 
been made in marketing chemical technology and pollution 
abatement services. These areas accounted for annual sales of 
over $25 million in 1972. 

A significant strengthening of CIL’s position in the pro- 
duction of chemicals important to the Canadian economy will 
result from the construction of a $30 million chloralkali plant 
at Bécancour, Quebec. The products of this plant will supply 
the growing demand for caustic soda and chlorine in eastern 
Canada. It will employ the latest process technology and will 
meet stringent safety and pollution abatement standards. 

The improvement of operating effectiveness Is a con- 
tinuing task and the Company is making good progress In a 
fundamental review of its operating techniques and efficiencies 
and its supporting services. Often this process involves the 
replacement of obsolescent plants and this year modern facil- 
ities are being constructed to replace existing plants for the 
production of paints and pesticides. Another example is the 
restructuring of research activities to relate them more closely 
to those businesses that offer the best opportunities for the 
application of research. 


The divestment of businesses which no longer fit within 
CIL’s plans was illustrated by the sale of our majority holding in 
Millhaven Fibres Limited in 1971. That action was followed 
last year by the sale of a portion of the plastics packaging busi- 
ness which did not meet our objectives. 

Looking to the year ahead, there are a number of favour- 
able signs for CIL. A continued advance in the Canadian eco- 
nomy is predicted, and business conditions are improving in 
major industries served by the Company. The recovery in the 
pulp and paper industry and the improvement in agriculture, 
evident in 1972, should continue, while firmer metal markets 
should accelerate mining and exploration activities. 


On behalf of the Board 
of Directors 


E. L. Hamilton 
President 
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Leonard Hynes 
Chairman 


Montreal, Quebec, 
March16,1973 
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Operations 


Industrial Chemicals 

Investing in New Plants 

Sales of industrial chemicals in 1972 were well ahead of 
1971. Output in the pulp and paper industry improved consid- 
erably during the year and, with the exception of some sectors 
of metal mining, other industrial markets were buoyant. Conse- 
quently, many of the manufacturing plants operated at or near 
capacity and output was supplemented by the purchase and 
resale of additional products. 

At the Hamilton site, which was sold in 1969, the phase- 
out of operations is proceeding on plan and approximately 
one-half of the site was released at the end of 1972. An oleum 
plant, to replace capacity at Hamilton, is under construction at 
Copper Cliff with start-up scheduled for early 1973. 

Work will start soon on a large-scale chloralkali plant at 
Bécancour, Quebec, to supply expanding eastern Canadian 
markets. The latest technology available will be employed in 
the design of this plant to provide maximum production 
efficiency and to meet the highest safety and pollution abate- 
ment standards. In addition a moderate expansion of chloralkali 
capacity at Cornwall, Ontario, is in progress. 


A small plant is now in operation at Faro, Yukon Territory, 


for the production of copper sulphate solution to serve a major 
lead-zinc mine at that location. 

In November, Chemetics International Ltd. signed a 
contract for the sale of engineering services for five chemical 
plants being installed by Sono-Hemijski Kombinat ““Soda-So” 
in Yugoslavia. The Canadian Export Development Corporation 
assisted in financing the project by providing a loan to the 
Yugoslavian company. The sale of stainless steel sulphuric acid 
coolers by Chemetics is accelerating and further growth Is 
forecast. 

Sales of Alchem Limited products showed a substantial 
growth over the preceding year and manufacturing facilities 
are being expanded. Canadian Hanson Limited benefited from 
a high level of demand for nickel-plating equipment and ma- 
terials. Its business was considerably better than in 1971. 

Cornwall Chemicals Limited, an associated company man- 
aged by CIL, had a much improved year with particular gains 
in export markets. This company is building a sulphur grinding 
plant at Calgary to supply markets in the rubber and explosives 
industries. 


Chemetics International Ltd., CI/Lsub- 
sidiary, markets several types of chemical 
plants and processes internationally. The 
above photo was taken at the official open- 
ing of one such plant in Malaysia showing 
the Prime Minister, Tun Abdul Razak, far 
right, meeting Chemetics personnel. 


Industrial and Agricultural Chemicals 


Agricultural Chemicals 

Improved Markets and Productivity 

Fertilizer operations were significantly better because 
of improved prices and more effective operation of the business. 
The Company's principal fertilizer manufacturing plant near 
Sarnia, Ontario, is one of the most efficient fertilizer production 
units in North America. Record production of ammonia and 
other products was achieved at this site with all units exceed- 
ing design capacity. 

Supply and demand for fertilizers are gradually coming 
into balance and further improvement in this business is fore- 
cast for 1973 as North American and world demands have 
resulted in better prices for farm products and increased use of 
fertilizers. 

The pesticide business of Chipman Chemicals Limited 
increased substantially over the previous year. Construction of a 
manufacturing plant and warehouse near Hamilton, Ontario, will 
be completed in late 1973 replacing facilities being phased out. 


Environmental Improvement 

New Business Opportunities 

Increased public concern over the need to obtain better 
control of air, water and noise pollution is giving rise to many 
business opportunities in Canada and other countries. A sep- 
arate business unit was organized by CIL last year to coordinate 
the wide range of pollution abatement and allied activities 
undertaken in various parts of the Company. The Company is 
selecting areas of this business where its strengths and expertise 
will enable it to make a specific contribution and where pro- 
fitable business growth can be foreseen. This approach ts 
important in a field which is attracting many competitors. 

The Goodfellow group of companies, expanding from Its 
original liquid waste disposal facility in Sarnia, started up a sim- 
ilar unit near Montreal during the year and a third plant near 
Toronto was completed at the year end. 

Chemetics International Ltd. steadily increased its pollu- 
tion control business activities in 1972. A number of engineering 
contracts for the design of facilities for municipal and industrial 
customers are in progress in Canada and the United States. 

Eco-Research Ltd. of Pointe Claire, Quebec, an associ- 
ated company specializing in environmental survey work, 
expanded its operations during the year and opened an office 
and laboratory in Toronto. 
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Industrial and Agricultural Chemicals 


1968 1969 1970 1971 1972 


Photographed in the Montreal laboratories 
of Eco-Research Limited, these fish are 
being used to evaluate the effects of waste- 
water on marine life. This associated 
company carries out on-site air monitoring 
programs, meteorological studies, stack 
sampling and studies of toxicity of 
effluents. 


The 125-foot steel stack of Quebec's first 
liquid waste disposal plant is mirrored in 
nearby ponds of accumulated wastes which 
had threatened the water table of the area. 
The destruction of these wastes is the first 
job being undertaken by the plant, newly- 
constructed by CIL’s subsidiary, Good- 
fellow Combustion (Quebec) Inc. 


Sales 


Explosives and Related Businesses 


1968 


1969 1970 1971 


Millions 


Explosives 

Research and Better Products 

Sales of commercial explosives reached a record level in 
1972. Increased business in construction and other markets 
more than offset the effects of a lengthy strike in the Quebec/ 
Labrador iron mines and a slackening in certain sectors of base 
metal mining. 

In western Canada sales of Continental Explosives 
Limited benefited from higher activity in the logging and 
construction industries. West African Explosives and Chemicals 
Limited, located in Liberia, achieved further growth in both its 
domestic and export markets. 

CIL is emphasizing a strong research and technical 
development program to improve explosives products, and Is 
expanding facilities to meet changing market demands. The cap- 
sensitive slurry explosive, ‘“Powermex”, initially marketed in 
small diameter packages late in 1971, was introduced success- 
fully last year for bulk loading underground. In addition, a family 
of small diameter slurries with an improved sensitizing agent is 
now being marketed after two years of intensive development 
in CIL’s research laboratories. Modern manufacturing facilities 
for slurry products were placed in operation during the year to 
meet growing demand, particularly in British Columbia, and 
significant expansions of this capacity will be undertaken in 
1973. An improved system for the use of explosives energy in 
seismic exploration also was introduced to the Canadian market. 


~ 


CIL's new explosive Powergel”, together 
with its unique high pressure pumping 
system, both developed by CIL, is attracting 
wide attention in the mining and cons- 
truction industries. This productis a 
member of the new ’ Powermex” family 

of slurried explosives for small diameter 
holes, and is being used in the above 
photo for bulk loading underground. 
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Mining Services 

A Difficult Year 

Curtailment of mining development programs resulted 
in a reduced demand for underground mining equipment sold 
by Jarvis Clark Company Limited but efficient cost control 
measures minimized the effect on results. This company is now 
in a good position to capitalize on the upturn in business which 
was already becoming apparent by the year end. 

Sales of McPhar Geophysics Limited were down owing 
to the continued low level of mining exploration. Technical 
effort has been intensified, several advanced instruments have 
been developed, and a successful entry has been made into 
surveying for geothermal stream. 


Sporting Arms and Ammunition 

Sales and Productivity Up 

A significant improvement in the volume of sales of 
sporting arms and ammunition was achieved in 1972. A sub- 
stantial part of this increase was attributable to export business. 
Cost savings due to improved plant efficiencies were un- 
fortunately offset by increasing raw material costs which could 
not be recovered through higher selling prices. 
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Company's explosives products continue to 
play an important role in the development 
of Canada’s natural resources. A current 
project, now in its third year of construc- 
tion, is looping of the Trans-Canada Gas 


Pipeline, longest gas system in Canada 
Explosives are used to build the right-of- 
way and to excavate the trench. The above 
photo was taken in Northern Ontario 


Paints and Pigments 


1972 
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Millions 
of $ 


40 


30 


20 


10 


Paints and Pigments 


Paints 

Improved Effectiveness 

Most sectors of the market were stronger during the year 
and overall paint sales showed a moderate increase. Operating 
performance strengthened appreciably with improved produc- 
tivity throughout the business and more economic production 
at the Vaughan Centre decorative paints plant. 

The subsidiary company in Jamaica also achieved an 
improvement in sales and productivity, while sales of Bapco 
Paint Ltd. were above 1971. 

A manufacturing and distribution centre will be con- 
structed by Bapco at Newton, British Columbia, about 20 miles 
southeast of Vancouver. This centre, which is scheduled to be 
in operation by the end of 1973, will provide the base necessary 
for the expansion of this company’s business in western 
markets. The obsolete plant at Victoria will be closed and CIL’s 
real estate subsidiary is planning the redevelopment of the site. 


To explore the potential for future business, 
CIL and two subsidiary companies partic- 
ipated in the Canadian Government's trade 
exposition at Peking, the People’s Republic 
of China, in August. Above, Premier Chou 
En-laiis shown as he visited CIL’s booth. 


Other Products and Services 


Plastics 

A Better Business 

Early in 1972, the films and packaging business was 
reorganized and sections of the business not meeting CIL’s 
objectives were sold, including all manufacturing facilities at 
Montreal, Winnipeg and New Westminster. Performance of the 
restructured business was substantially better than in the 
previous year. 

Sales of film showed a good gain. At Edmonton the 
large film extrusion line, which started up at the end of 1971, 
operated at high rates, producing film for construction, agri- 
cultural and industrial uses. During the year the Company suc- 
cessfully developed and introduced a unique multi-ply shipping 
sack and a new style of garbage bag. Additional manufacturing 
capacity for both of these products is being installed. 

Sales of polyethylene resin were moderately higher than 
in the previous year, reflecting a higher proportion of premium 
grades and generally firmer prices. 


Toughness, stacking stability and a water- 
tight valve design make CIL’s new Multi- 
Ply valve bag well-suited for the packaging 
and shipping of granular and powdered 
products. Two plies of film provide extra 
strength and protection 


Other Products 


Sales 1968 1969 1970 1971 1972 
Millions 
of $ 
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Other Products and Services 


Property Developmen 

CIL’s property subsidiary, established in 1969, has ac- 
quired several of CIL’s properties which are no longer appro- 
priate for industrial use but which have attractive development 
potential. Experienced management of this company has been 
assured by the engagement of qualified staff and by the sale 
of a 20% interest to ICI Pension Funds Securities Ltd. which 
has extensive real estate interests throughout the world. 

The main financial impact of this subsidiary will be in the 
future but planning is well advanced and several projects are 
currently in progress. 

A four-storey office building will be built in Vancouver 
in 1973 and a 50% interest has been acquired in Burnside 
Development Co. Limited of Halifax. Burnside owns and manages 
a number of warehouse operations and has an office building 
nearing completion. Development plans are under discussion 
with the City of Victoria for a project to utilize property which 
will be vacated by Bapco Paint Ltd. at the end of 1973. In 
addition, plans are being prepared for the development of an 
industrial park on the outskirts of Edmonton. 


Management Information 

A high level of capability is required in the rapidly de- 
veloping field of information technology to meet the complex 
needs of the Company’s many businesses. Many of CIL’s basic 
accounting and clerical functions have been computerized. 
While this fundamental work continues, skills acquired are being 
directed more and more towards the task of providing man- 
agers with the information needed for day-to-day decisions and 
long-term business planning. These activities required an 
expansion in computing capability and a modern large-scale 
computer was installed in Montreal in 1972 replacing two 
smaller units. 


10 


Fibres 


Other 


In CIL’s computer room, human and 
mechanical resources are combined to 
meet management information needs. 


Staff of CIL’s property development sub- 
sidiary are studying plans for the redevelop- 
ment of the Bapco plant site at Laurel Point, 
Victoria, B.C. 


Disabling Injury Frequency Rates* 

CIL Experience Compared with Chemical 

Industry (Manufacturing Chemists Association) 
* Number of Injuries per Million Manhours 


Frequency 
Rates 


4.00 Chemical Industry 


(Manufacturing 
Chemists Association) 


3.00 
2.00 | 
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Employees 
Directors 


Employees 

A study in depth of the Company’s safety practices and 
performance was carried out. Recommendations for improved 
astandards and programs to achieve them were put into effect. 

A concentrated effort on the part of all employees led to 
a 48% reduction in the number of disabling injuries in 1972 
compared with the previous year. This performance is encour- 
aging and objectives have been set for further improvement in 
the years ahead. 

Greater emphasis is now being directed towards ways 
of improving off-the-job safety performance. For example, CIL 
has strongly urged employees and their families to take a de- 
fensive driving course being presented by Company instructors 
across the country. 

In recognition of the importance of the Company’s 
human resources, more attention is being given to activities 
designed to help employees adapt to changing job requirements 
and develop their potential for meeting both personal and 
corporate objectives. 

The Pension Plan was amended to relate benefits more 
closely to inflating wage levels, and disability pay 
arrangements were modified to take account of changes in 
government programs. 

The number of employees in CIL and subsidiary com- 
panies at the year end was 8,400, a decrease of 2% from 1971. 


Directors 

Sir Peter Menzies and Mr. John D. Rose, having retired 
from Imperial Chemical Industries Limited, did not stand for 
reelection at the Annual General Meeting held in April 1972. 
Mr. Edward J. Goett, President, |C! America Inc. and ICI North 
America Limited, and Mr. James A. Stewart, Senior Vice- 
President, IC! North America Limited, were elected Directors 


Concern for off-the-job safety prompted 
CIL to make available to employees and their 


at that meeting. families, company-wide, a Canada 
: : : . Safety Council defensive driving course, 
An Audit Committee of the Board was established in Bien by Clin snatior 


April 1972 consisting of Messrs. Alistair M. Campbell, 
A. G.S. Griffin and E. L. Hamilton. 
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‘inancial Review 


Sales by Major Business Class 


a A perme 


Other 


Fibres 


Industrial and 
Agricultural 
Chemicals § 


Paints and Pigments §y) 
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Explosives 


Total sales of the Company and its subsidiaries in 1 972 
were $324,547,000, a gain of $7,564,000 over the previous 
year, excluding sales of Millhaven Fibres Limited, a subsidiary 
company sold in the fourth quarter of 1971. Net income before 
extraordinary items was $10,532,000 or $1.06 a common share, 
an increase of 11.4% compared with 1971 income of $9,458,000 
or $0.95 a common share, which included earnings of Millhaven 
Fibres for the first nine months of the year. Sales and profit 
growth were achieved by most business segments with agri- 
cultural chemicals and paints recording significant improve- 
ments. However, the overall Company results were adversely 
affected during much of the year because of reduced demand 
by certain sectors of the base metal mining industry. 

During the year an appeal by the Company against a 
Federal income tax assessment in respect of the 1965 taxation 
year was upheld by the Tax Review Board and a refund of 
taxes previously paid, amounting to $3,080,000, was obtained. 

Depreciation continued to be provided on plant buildings 
and equipment at straight-line rates, designed to write off the 
cost of each plant or facility during its estimated economic life. 
The provision for depreciation of $17,609,000 was $1,115,000 
above the previous year after eliminating the depreciation in 
1971 attributable to Millhaven Fibres. 
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Capital expenditures totalled $12,926,000, a decrease of 
$3,879,000 from 1971. There were major outlays on pollution 
abatement facilities amounting to $2,900,000, additional 
“Agromart” farm service centres, on-site explosives plants and 
an upgrading of sulphuric acid facilities. The unexpended 
balance on approved projects at the end of 1972 amounted 
to $43,000,000. 

Early in 1972 the Company acquired a 50% interest in 
Eco-Research Ltd., involved in environmental survey work, 
and the Company's property development subsidiary acquired 
a 50% interest in Burnside Development Co. Limited, a real 
estate operation based in Halifax. A 20% interest in the property 
development subsidiary was sold during 1972 to ICI Pension 
Funds Securities Ltd. 

A further purchase of $2,392,000 of 3%% debentures 
due in 1974 was made during the year. Purchases of these 
debentures now exceed sinking fund requirements. 

The regular dividends on the 72% preferred stock were 
paid quarterly and dividends on the common stock at $0.60 a 
share were unchanged from 1971. 


Consolidated Statement of Income 
and Retained Earnings 


for the year ended December 31, 1972 
(with comparative figures for 1971) 


cae ee 19725 Var ee 
Sales $324,547,000 $349,171,000 
Income from investments 1,975,000 1,415,000 
326,522,000 350,586,000 
Cost and Expenses: 
Operating costs excluding depreciation 283,340,000 305,127,000 | 
Provision for depreciation 17,609,000 19,728,000 
Long term debt interest, discount and expense 3,364,000 4,247,000 
304,313,000 329,102,000 
Income before provision for income taxes 22,209,000 21,484,000 
Provision for income taxes 10,141,000 9,866,000 
Net income including minority shareholders’ interest 12,068,000 11,618,000 
Minority shareholders’ interest in the income of subsidiary 
companies 1,536,000 2,160,000 
Net Income Before Extraordinary Items 10,532,000 9,458,000. 
Extraordinary items — Net 40,000 6,992,000 
Net income after extraordinary items 10,572,000 16,450,000 
Retained Earnings at Beginning of Year 64,415,000 54,015,000 
74,987,000 70,465,000 
Deduct: Dividends 
Preferred stock — 72% 174,000 174,000 
Common stock — 60 cents a share 5,876,000 5,876,000 
6,050,000 6,050,000 
Retained Earnings at End of Year $ 68,937,000 $ 64,415,000 
Earnings per Common Share, After Preferred Dividends 
Before extraordinary items $1.06 $0.95 
After extraordinary items $1.06 $1.66 


The notes to the consolidated financial statements 
are an integral part thereof 
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nd Application of Funds 


or the year ended December 31, 1972 
with comparative figures for 1971) 


‘onsolidated Statement of Source 


i 
j 


a. past all cep Se er Bit eet oe co 1971 
Working Capital at Beginning of Year $ 87,015,000 $ 61,937,000 
Source of Funds 
Funds from operations 
Net income for the year before extraordinary items 10,532,000 9,458,000 
Depreciation and amortization 17,672,000 16,552,000 
Deferred income taxes 6,227,000 3,635,000 
34,431,000 29,645,000 
Long term debt — 3,296,000 
Payment of long term note receivable 5,400,000 — 
Sale of fixed assets 2,148,000 3.751000 
Sale of subsidiary company and other investments — 16,348,000 
Issue of shares to minority interest in a subsidiary company 2,200,000 — 
Minority interest share of net income in 

subsidiary companies less dividends 418,000 742,000 
Refund of income taxes 3,080,000 — 
Total 47,677,000 53,782,000 
Application of Funds 
Dividends 6,050,000 6,050,000 
Additions to fixed assets 12,926,000 16,805,000 
Acquisition of subsidiaries and shares in associated companies 1,117,000 1,886,000 
Retirement of long term debt 2,992,000 3,963,000 
Notes receivable 1,046,000 — 
Total 24,131,000 28,704,000 
Increase in Working Capital 23,546,000 25,078,000 
; 
Working Capital at End of Year $110,561,000 $ 87,015,000 


The notes to the consolidated financial statements 
are an integral part thereof 
; 


Consolidated Balance Sheet 


at December 31, 1972 (with comparative figures for 1971) 


Assets = oer ed eae od ter a Gece 2 oat on Ge: Re oe ee ee 1972.2 ee 
Current 

Cash and deposits at interest $ 44,732,000 $ 26,164,000 
Marketable securities, at cost (market value $181,000 ; 

1971 $382,000) 213,000 415,000 
Accounts receivable 51,607,000 49,687,000 
Inventories at the lower of cost and net 

realizable value (Note 2) 49,332,000 49,819,000 
Prepaid expenses 2,005,000 1,831,000 

147,889,000 127,916,000 
Notes Receivable due after 1973 1,046,000 5 400,000 
Fixed (Note 3) 
Buildings and equipment 254,283,000 244,551,000 
Less: Accumulated depreciation 148,614,000 132,705,000 
105,669,000 111,846,000 
Land at cost 8,638,000 8,401,000 
114,307,000 120,247,000 
Unamortized Debenture Discount and Expense 388,000 451,000 
Shares of Associated Companies at Cost 
less amounts written off 3,053,000 2,720,000 
$266,683,000 $256,734,000 


On behalf of the Board: 
James Sinclair, Director 
E. L. Hamilton, Director 


ee ee NE ee ee. 1972 1971 
coe I 
Bank loans $ 2,011,000 Ss  5,227.000 
Accounts and notes payable and accrued liabilities 32,125,000 32,084,000 
Federal and provincial income taxes 1,559,000 2,026,000 
Dividends declared 1,633,000 1,564,000 
37,328,000 40,901,000 
Long-Term Debt (Note 4) 63,086,000 66,078,000 
Minority Shareholders’ Interest 
in capital stock and retained earnings of subsidiary companies 7,430,000 4,839,000 
Deferred Income Taxes (Note 5) 13,711,000 4,310,000 
Shareholders’ Equity 
Capital Stock Shares 
72% Cumulative preferred shares of $50 par value 
Authorized and issued i 46,500 2,325,000 2,325,000 
Common shares of no par value 
Authorized 13,500,000 
Issued 9,794,161 73,866,000 73,866,000 
Retained Earnings 68,937,000 64,415,000 
145,128,000 140,606,000 
$266,683,000 $256,734,000 


The notes to the consolidated financial statements 
are an integral part thereof 


Notes 


to Consolidated Financial 
Statement for the Year Ended 
December 31,1972 


1. Basis of Consolidation 


4. Long-Term Debt 


The accounts include Canadian Industries Limited and all of its Canadian Industries Limited 1972 1971 
subsidiary eee P . : 3%% sinking fund debentures due 
Certain subsidiary companies have fiscal years ending prior to Niavembentss 1074 $25,000,000 $25,000,000 
December 31, 1972. These companies have been included in the Con- ; 
solidated Statements for their respective fiscal periods ending in 1972. Less: Purchased and cancelled 14,610,000 12,218,000 
In consolidating its accounts with those of its subsidiaries the Com- 10,390,000 12,782,000 
pany follows a policy of adding to or deducting from consolidated fixed 5%4% debentures due 
assets the difference between the cost of its investments in subsidiaries and December 1, 1977 20,000,000 20,000,000 
the net book value of assets at date of acquisition. In this connection a net pe 
amount of $7,627,000 was included in fixed assets at December 31,1972. 5% debentures due 
December 1, 1984 30,000,000 30,000,000} 
de Inventories eee Other 2,696,000 3,296,000 
The i er i 
Ie Tomiie ories are classifie ined a $63,086,000 $66,078,000 
Raw materials $12,984,000 $13,201,000 Prior to December 31, 1972 the Company had purchased and 
; ae cancelled sufficient debentures to meet the sinking fund requirements of 
Goods in process and finished eis deneniures 
goods 34,512,000 34,542,000 , 
Stores and supplies 1,836,000 2,076,000 5. Deferred Income Taxes 1972 OMe 
$49,332,000 $49,819,000 Balance at beginning of year $ 4,310,000 $ 5,035,000 
Deferment of income taxes appli- 
=} Fixed Assets cable to capital cost allowances in . 
Buildings and equipment are carried at cost less accumulated excess of depreciation and other 
depreciation. charges to operations | 
Depreciation is provided on the straight-line method applied to the Current year 6,227,000 5,161 ,000 
estimated useful life of the assets. F . 
It is estimated that expenditures of $43,000,000 will be required ree applicable to prior year 3,080,000 “si 
to complete projects authorized prior to December 31, 1972. Changes arising from sales or write- 
downs of certain fixed assets 94,000 (3,394,000) 
Elimination of deferred taxes appli- | 
cable to Millhaven Fibres Limited — (2,492,000) 
Balance at end of year $13,711,000 $ 4,310,000 
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6. Contingent Liabilities 

The Company has contingent liabilities of $335,000 with respect to 
the guarantee of loans to other companies and other contingent liabilities 
of $646,068. 


7. Pension Plan 

The Company and most of its subsidiaries have a pension plan 
covering the majority of their employees. The contributions made by the 
companies and their employees are deposited in an irrevocable trust fund 
in accordance with the terms of the plan. During 1972 the plan was revised 
to provide improved pension benefits. As a result of this revision it is 
estimated that there is an unfunded liability with respect to past service of 
approximately $2,500,000 (subject to confirmation by the plan’s con- 
sulting actuary) which will be amortized over the next nineteen years. 


8. Remuneration of Directors and Senior Officers of 


this Company 1972 1971 

Number Amount Number Amount 

As directors 14 $ 32,000 (ibys 327000 

As officers 14 705,000 17. 687,000 
Officers who are also directors 3 3 


9. Sales by Classes of Business 


1972 1971 

Amount % Amount % 
Agricultural and 
Industrial Chemicals $154,261,000 48 $139,800,000 40 
Explosives, Ammunition 
and Related Products 99,518,000 31 108,300,000 31 
Paints and Pigments 43,310,000 13 41,100,000 Vz 
Other 27,458,000 8 60,000,000 ay 


$324,547,000 100 $349,200,000 100 


Auditors’ Report 


The Shareholders, Canadian Industries Limited 

We have examined the consolidated balance sheet of 
Canadian Industries Limited and its subsidiaries as at December 
31,1972 and the consolidated statements of income and 
retained earnings and source and application of funds for the 
year then ended. For Canadian Industries Limited and those 
subsidiaries of which we are the auditors, our examination 
included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. With respect 
to those subsidiaries of which we are not the auditors, we have 
carried out such enquiries and examinations as we considered 
necessary in order to accept for purposes of consolidation the 
reports of the other auditors. 

In our opinion these consolidated financial statements 
present fairly the financial position of the companies as at 
December 31, 1972 and the results of their operations and the 
source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


AL Sen (tatters 


Chartered Accountants 


Montreal, Canada 
February 8, 1973 
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Consolidated Financial Review 


(Millions of Dollars) 172 1971 1970 1969 1968 A367 1966 1965 1964 1963 
$ $ $ $ $ $ $ $ $ $ 
Sales 32455 SUAS ee CW Ae ee = eT» II) | 273.0) ~2602.55 \ 23604 321 eee 
Income from operations 23.6 2a 53 19.8 24.0 24.7 18.8 222 18.4 21.4 bea 
Long-term debt interest, 
discount and expense 3.4 4.2 4.7 47 5.0 4.7 Sk 3.6 ve 2.0 
Provision for income taxes OM 9.9 6.5 7A 10.4 8.2 org 7.6 9.6 Per, 
Net income* 10 JES) 8.1 10.5 10.0 6.9 GEG 8.1 9.7 74 
Working capital 110.6 87.0 68.1 65:6 area 45.4 53.9 769 7629 49.9 
Fixed assets 262.0 253.07 2320.2 297-0 3017 * 23065. 2276 G2 cs en ee 174.3 
Accumulated depreciation 148.6 areey 164.6 145.9 136.8 130;9 Wine 110.0 98.5 90.8 
Capital expenditures ie 16.8 14.8 eon!) 14.0 32.0) 447 Sy A6) 625 dethee 
Provision for depreciation IVs) 19.7 19.8 Z21e3 18.9 13.0 (And 10.4 9.8 8.8 
Long-term debt 63.1 66.1 83.6 B20 Ses) 86.2 85.0 70.6 Pino 42.1 
Capital stock and retained 
earnings 145.1 140 Oe 130.255 i 2en 020; Ge pion? 11523 glee 81.7 83.8 
Earnings a common share* $1.06 $0.95 $0.81 $1.05 $1.00 $0.69 $0.96 $0.81 $1.10 $0.83 
Dividends a common share 0.60 0.60 0.60 0.60 0.50 0.65 0.65 0.65 0.65 0.60 


Quarterly Earnings a Common 


Share* 1972 Tora 
1st Quarter $0.09 $0.10 
2nd Quarter $0.59 $0.48 
Half Year $0.68 $0.58 
3rd Quarter sQ.2 1 $0.20 
Nine months $0.89 $0.78 
4th Quarter SO.17 $0.17 
Year $1.06 $0.95 


*Before extraordinary items. 
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To the Shareholders: 

Total sales of the Company and its subsidiaries for 1972 were $324,547,000, an increase of $7,564,000 
over the previous year, excluding the sales of Millhaven Fibres Limited, a subsidiary company which was 
sold in the fourth quarter of 1971. 

Net income before extraordinary items was $10,532,000 or $1.06 a common share, an increase of 11 
cents a share, compared with 1971 income of $9,458,000 or $0.95 a common share, which included 
earnings of Millhaven Fibres. 

Sales and profit growth were achieved by most business segments with agricultural chemicals and 
paints recording significant improvements. However, overall results were adversely affected during much 
of the year by reduced demand for our products and services from some sectors of the base metal 
mining industry. 

Although capital expenditures for the year were slightly below the 1971 level, an active program of 
expansion is under way. During 1972 there were major outlays on pollution abatement facilities, addi- 
tional ‘““Agromart” farm service centres, on-site explosives plants, and an upgrading of sulphuric acid 
facilities. Furthermore, projects approved late in the year call for a stepped up program of new invest- 
ment in the period ahead — a $30 million plant for the manufacture of chlorine and caustic soda at 
Bécancour, Quebec, a modern pesticides formulating plant for Chipman Chemicals Limited at Saltfleet, 
near Hamilton, Ontario, to replace one being closed down, and a paints plant and warehouse at Newton, 
near Vancouver, B.C., for Bapco Paint Ltd. to replace inadequate and obsolete facilities at Victoria. 


E. L. Hamilton, C par 


President 
Consolidated Income Statement 


For the Year Ended December 31, 1972 
(Unaudited) 


Montreal, Quebec, January 31,1973 


1972 1971 

Sales _ a. $324,547,000 fe $349,171,000 = 
Income from operations . $ 23,598,000 $ 24,316,000 
Income from investments 1,975,000 1,415,000 

$ 25,573,000 $ 25,731,000 
Long term debt interest, discount and expense 3,364,000 4,247,000 
Income before provision for income taxes $ 22,209,000 $ 21,484,000 
Provision for income taxes . 10,141,000 9,866,000 

$ 12,068,000 $ 11,618,000 
Minority shareholders’ interest in the net income of subsidiary companies 1,536,000 2,160,000 


Net income before extraordinary items. 
Extraordinary items (net)... . . . 
Net income after extraordinary items 


Earnings a common share before extraordinary items 


CHL 


$ 10,532,000 
40,000 ~ 


$ 9,458,000 — 


6,992,000 — 


$ 10,572,000 “ 


$ 16,450,000 — 


$1.06 v 


Canadian Industries Limited 


Rapport préliminaire 1972 
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REMARKS BY E. L. HAMILTON, PRESIDENT 
CANADIAN INDUSTRIES LIMITED 
TO THE 
MONTREAL SOCIETY OF FINANCIAL ANALYSTS, 
MONTREAL, APRIL 19, 1972 


I am pleased to have an opportunity to say a few words 
to this audience about what CIL has been doing and the 
directions in which our planning is pointed. I will 
only be able to sketch in a few highlights because of 
time limitations, but I understand from your Chairman 
that there will be a question period later which will 
give you an opportunity to raise issues that I might 


overlook. 


In order to place my remarks about CIL into some sort 
of perspective, I should like at the outset to say a 
few words about the Canadian chemical industry as a 
whole. To begin with, the industry is a collection of 
somewhat diverse undertakings; and this is demonstrated 
in the first chart we have prepared which shows a 
breakdown of the industry's sales. It will be seen 
that the grouping of all these sub-industries into a 
classification "chemical industry" is in many ways a 


statistical convenience. 


In common with a significant proportion of Canadian 
secondary manufacturing, the chemical industry has 
been through some trying times lately. The problems 
that have received the greatest public attention are 


those associated with petrochemicals, where technological 


as 


Cite Chivetly. 
in Non- 
Petrochemicals 


NEW DIRECTIONS 
BYsCry 


changes and other forces have put Canadian producers 
under severe market pressures. The size of an efficient 
plant has risen five to fifteen fold since the 1950's, 
and it is not uncommon to find that one modern economic- 
sized plant could supply the entire Canadian market for 
a particular product, and have some output to spare. 
Petrochemical products currently account for roughly 

20% of total chemical output of the country. Roughly 
half of the industrial chemicals sector shown in 


Chart 1 is made up of petrochemicals. 


Petrochemical manufacturing by CIL is largely confined 
to polyethylene resin. The bulk of our output is in 
other areas, such as explosives and related products; 
sulphuric acid, caustic soda, chlorine and ammonia. 
These products are not immune to intensive competition 
by any means, but they do have some built-in advantages. 
For example, sales are largely directed to Canadian 
resource industries, and very often they are freight 


protected, 


In) terms ]of Chart!) Cil si production 1s concentrated 


in the bottom group: Industrial-Type Products. 


CIL was early in recognizing, several years ago, that 
basic conditions in the industry were changing ina 
way that could bring disagreeable results, especially 
for petrochemical producers. Nevertheless, we have 


played a leading role, in co-operation with other 
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Re-Assessment 
OLecin 
Policies 


producers in the industry and with governments, in 
attempts to forestall any short-sighted, large-scale 
phasing out of important petrochemical manufacturing 
Operations in this country. At the same time, however, 
CiL-teltethatysolutions=to. the problems: of the 


petrochemical industry would be long in coming, because 


of the need to mobilize industry views and because of 
the extremely lengthy process involved in arriving at 
political decisions on industrial policy. As i1t has 
turned out, some of these decisions have not been made 


yet, a half-dozen years later. 


It was because of this potential delay, among other 
reasons, that CIL set out five years ago to have 
another look at the type of desirable changes it might 
create in its own operations, while at the same time 
Supporting joint efforts of industry and government 


to find more general solutions. 


One of the first things we did to move the Company 
into a more satisfactory long-term growth and profit 
trend in the face of altered circumstances, was to 
undertake a large-scale re-assessment of our policy 
formation procedures. BaSically, this important 
exercise started out with the asking of very simple 


questions such as: 


Where are we now? 


Where do we want to be in the 1970's and 80's? 
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What do we have to do to get there? 
What can we do on our own or in co- 
operation with others to translate plans 


into performance more effectively? 


i say;, more ettectively, because) long-term planning 
itself was not new in the Company. What was new was 
a recognition that our previous planning procedures 
would no longer suffice. With hindsight, we can now 
say that some of the more useful elements of the new 


approach we took several years ago were the following: 


(a) We were determined at the outset to draw more 


heavily on the views of the people who would 
Main Elements 


of More at the next stage be asked to implement the 
Effective 
Planning new plans. So we started out quite consciously 


to get a wide group of people at different 
levels within CIL involved in the process of 
setting the Company's basic objectives. This 
widespread participation of employees in the 
early stages proved to be both a moderating 
influence and one that generated some 
aggressive alternatives to the things we 


had been doing for years. 


(b) A second feature was an intensive effort to 
ensure that energies were not dissipated 
because objectives were being poorly 


communicated throughout the Company. In 
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part, this problem was solved because a 
great many people were involved in setting 
the objectives, but it: also required some 
conscious efforts. Briefly we were pressing 


for a real commitment to corporate objectives. 


(c) A third feature that made the new planning 
different - and one of considerable importance - 
was a determination to push through the changes 
in organization needed so that new paths could 
be set for the effective channelling of 
individual contributions; and for frustrating, 
as much as possible, the natural tendency of 
large organizations to gravitate towards 


conservatism and away from hard decisions. 


Not unexpectedly, the past few years have proved to be 
a period of heightened activity. It takes time to 
alter the impetus of a big organization, and structural 
reshaping usually involves at the very least a vigorous 
scraping of edges. We can, however, report with 
satisfaction, but not with complacency, that the 


effort has begun to yield important results. 


SOME DETAILS Before going much further, I should like to mention 
OF WHAT Ci 
HAS DONE AND briefly just what some of the elements of our new 


PLANS TO DO 
direction are in terms of basic objectives. First, 


we have set specific targets for increased returns 


on funds invested. To simply say that is relatively 
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easy, but we believe our targets to be both ambitious 


and realistic. 


We plan to get this improvement by several means. We 
are pressing forward eerer tail in those areas of 
our current business which we feel, after careful 
assessment, have good long-term potential. Examples 
of positive actions already taken to improve the 
results of existing businesses include such things as 
a fresh look at distribution techniques and increased 
emphasis on the growing "Service industry" aspects of 


manufacturing. 


In support of our explosives business we have developed 
mixing plants "on site" at some of our customers' 
locations. In fertilizers we have broadened our 
distribution system and taken it closer to the final 
customer through the establishment of a chain of 
"Agromart" farm service centres. In our sulphuric 

acid business we pioneered the use of unit trains to 
obtain economies of distribution, and these efforts 

are being broadened through the setting up of new 


depots at key market points in eastern Canada. 


Another feature of the new direction our planning has 
taken is a willingness to get out of the businesses 
that no longer suit our long-term planning. One of 

the earliest divestments by CIL under this new approach 


dates back to the sale of our “Fabrikoid" Division in 
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New Ventures 


1968. An important decision in this area was taken 
last year when CIL sold the balance of its interest in 
Millhaven Fibres Limited. The fibres business did not 
fit our long-term objectives, and putting more funds 
into that area would have significantly reduced our 
opportunities for expansion elsewhere. In recent 
months we have announced the sale of certain plastics 
packaging operations and the curtailment of production 


for defence purposes. 


Obviously, however, we must at the same time seek out 
entirely new business opportunities, or stagnate. 
Therefore, the strengthening of some existing businesses 
and the divestment of others is being accompanied by a 
growing emphasis on the identification of new areas of 


interest and how to enter them. 


Two of the guidelines we employ here are that a new 
business must have continued good prospects in Canada, 
or be a business for which there are opportunities to 
expand on a continental or world basis. We also look 
with favour on businesses where our affiliation with 
ICI will bring important additional strengths, but in 
many ways the directions we are taking are substantially 
different from those of ICI. Another influence in 
making decisions is whether or not we can bring some 
important additional strengths to the proposed new 
business; e.g. through our research or marketing 


capabilities. This is not an exhaustive list of 
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guidelines, but will give you some idea of how an 


actual assessment is made. 


New ventures activity has been proceeding on several 
fronts in CIL for some years now. A few examples will 
illustrate the reasons for CIL's entry. Through our 
explosives and heavy chemicals businesses we have 
built up close commercial links with Canada's resource 
industries. Our good reputation here has helped us in 
our efforts to reduce our dependence upon commodity 
chemicals. We recently purchased Jarvis Clark Company 
Limited, a leading supplier of mechanical equipment to 
the underground mining industry. At about the same 
time we acquired McPhar Geophysics Limited, one of the 
world's foremost suppliers of geophysical exploration 


services. 


CIL recognized some time ago that its technical know- 

how was a marketable asset that could be exploited 

more fully. Through a subsidiary, Chemetics International 
Ltd., we have sharply expanded sales of chemical technology 
to the pulp and paper industry. That company sold the 
world's first oxygen bleaching system to a kraft mill 

in the United States; and designed sodium chlorate 

plants for manufacturers in Malaysia and New Zealand. 
Negotiations for similar business are proceeding in 

other countries. Chemetics International also markets 
stainless steel coolers, of unique CIL design, which are 


being sold internationally for sulphuric acid manufacture. 
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Our knowledge and experience gained from the development 
of pollution abatement processes for our own plants have 
led to the identification of pollution control as a new 
area of business expansion. Chemetics International Ltd. 
is active in the design and installation of effluent 


treating processes. 


CIL expanded its activities in this field in 1971, when 
it acquired all the shares of the Goodfellow group of 
companies which are engaged in liquid waste disposal. 
CIL will bring to these enterprises its extensive 
background in the treatment of difficult industrial 


wastes. 


In order to support and expand these new businesses we 
have restructured our research efforts. Over the next 
five years considerable growth in research and 
development activity is foreseen, much of it related 

to our increasing involvement in services to the 
resource based industries and the growing importance 

of our environmental improvement business. All CIL's 
research activities are, as a matter of policy, related 
to specific business objectives and strategies. 
Accordingly, we place much emphasis on good communica- 
tions between our research and commercial people. 

This approach is paying off. For example, our promising 
international business involving the marketing of 
technology related to the resource industries stems 


directly from our own research innovations. 
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In addition to entering new product and service lines, 
CIL has also been emphasizing a broader geographical 
outlook. We have always had a substantial export 
business, but in recent years we have added to this 
by expanding investment in manufacturing facilities 

in the U.S. and abroad. Through wholly-owned 
subsidiaries, we have an ammunition loading plant in 
the U.S., a paints plant in the Carribbean, and an 
explosives facility in West Africa. In addition, as 

I have indicated earlier, the operations of Chemetics 


International and McPhar are on a world-wide basis. 


We don't pretend that it will always be easy to find 

the new ventures we would like to enter into, but 

our feelings could be fairly described as optimistic. 
ORGANIZATIONAL While all this was going on we were introducing some 
CHANGES 

basic changes in management structure with a view to 

broadening the intermix of short-term operational 


decision-making with long-term planning requirements. 


One of the changes was the Objectives and Plans 
Committee (top of Chart 2). This Committee was set 

up to assist and advise the President in regard to his 
responsibility for long-term growth and profitability 
OG yehe .Gompany 4 ja(Note se ichesresponsibd luty gisese1 11 
the President's). It is in this Committee that 
corporate objectives and basic strategies are hammered 


into final form. The monitoring of performance against 
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plans is largely centred in the Operations Committee. 

We have an Executive Vice-President and six other 
Vice-Presidents, all of whom are members of the 
Objectives and Plans Committee. The main responsibility 
of three of these Vice-Presidents is of a functional 
nature (first three from the left of the Cndity. aot 
addition, we have three operating Vice-Presidents, 

each of whom is responsible for a broad area of CIL's 
business. This includes responsibility for the 
Company's interests in certain subsidiary and 


associated companies. 


As one indication of the changes that have taken place 
in CIL's top management recently, in only two of the 
positions shown on Chart 2 were the present incumbents 


in the same positions two years ago. 


I don't want to suggest that all changes have been 
at the top. We have been taking strong measures to 
give people at all levels throughout the Company 
Changes in 
Management "a piece of the management action". As far as possible 
Style 
decisions are being pushed down the line. This 
enrichment of the individual's job has paid off for 
the individual and the Company. We have been able to 
eliminate certain levels of supervision and reduce 


the number of personnel at other levels. This process 


is still going on. 
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On Chart 2 you can also see the six main operating 
divisions of CIL - Ammunition, Explosives, Agricultural 


Chemicals, Industrial Chemicals, Paints and Plastics. 


The Ammunition and the Explosives Divisions come under 
one Vice-President. The products of the Ammunition 
Division are sold primarily to sportsmen in Canada and 
the U.S. The Explosives Division serves a wide variety 
of markets, but its sales are chiefly concentrated in 


such areas as mining and heavy construction. 


Next on the chart is Agricultural Chemicals. This 
Division sells fertilizers, fertilizer chemicals and 

a host of other products and services aimed at the 
agricultural market. The next unit listed is Industrial 
Chemicals. In this Division are the traditional heavy 
chemicals such as sulphuric acid, chlorine and caustic 
soda that are sold to Canada's resource industries 


and a variety of other markets. 


The products of the Paints Division serve a number of 
different market areas. They show up, for example, on 
household appliances and cars. Our paint products are 
probably best known by the CILUX and CILTONE brands 
sold through retail stores across the country. 

The main products of the next group - Plastics - 

are polythene resin and polythene film, industria! 
packaging products and a number of resale items. These 


serve a variety of industries. 
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1971 Results 


The total sales of the six divisions that I have just 
covered were roughly $250 million in 9715" All-of ‘these 
divisions are important to the Company, but two of them - 
Explosives and Industrial Chemicals - were responsible 
for the largest portion of the Company's sales and 


earnings last year. 


Subsidiary and affiliated companies also account for a 
Significant part of CIL's total business. Several have 
annual sales in the order of $10 million. Taken as a 
whole, sales of the subsidiary companies were about 

$100 million in 1971. Only a short while ago subsidiaries 
accounted for only a very minor part of CIL's net earnings. 
In recent years, however, they have been responsible for 
something over a third of consolidated net earnings. 
Having said this, it is perhaps important to emphasize 
that it is not our intention to become a holding company. 
Our normal method of operating is through divisions. 

If a unit is retained as a sSubSidiary it is because 

of a partnership arrangement, because it has a name 

that is a valuable asset in the market place, or for 

some other reason, such as, for example, an operation 


in a foreign country. 


Now that I have sketched out some of the recent changes 
in CIL's philosophy and general organization, I should 
like to shift for a few minutes to recent financial 
results, and what we see as the broad prospect of our 


business over the years immediately ahead. 
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CIL's total sales in 1971 were $349 million, up 88% 

over 1970. Income before taxes jumped 32% in the 
year-to-year comparison, and net income, after a 
substantially higher provision for income taxes than 

in the previous year, advanced by 16%. These 1971 
results reflect a number of factors such as the general 
upturn in “business (condittons, ‘but sof “particular 
significance to us they include some of the first 
fruits of a concerted drive for more efficient 
operations, and the shift into new business areas 


that I mentioned earlier. 


in turning atostherresults se fareineal972 Pashowldusay, 
first, that because of the seasonal nature of much of 
1972 Estimates our business, the first quarter of the year does not 
necessarily provide a good measure in terms of 
financial results of the likely outcome for the full 


year. 


Sales and net income of the businesses we are operating 
today showed significant gains in the first quarter of 
1972 as compared with the same period of 1971. However, 
these were offset by the elimination of the results of 
Millhaven Fibres Limited from this year's figures. As 
a result, earnings for the first quarter of about 
$900,000, equal to 9 cents a common share, will be 

down slightly from the figure of $982,000, or 10 cents 


per common share, earned in the first quarter of 1971. 
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The improvement in general business conditions that 
began over a year ago is not yet apparent in some of 
the major markets, served by CIL. We are optimistic, 
nevertheless, that the general improvement will spread 
and gather some momentum. For 1972 as a whole we look 
for net income, before extraordinary items, to be 
Sslightlyoanead orsi9/ 1 — that) 1s, we expect growth in 
the businesses we are operating today to more than 
offset the contribution made by Millhaven Fibres 


himited an Lo71. 


Although I am forecasting only modest growth for CIL 
im 1972, our efforts will be directed to achieving much 
more than that as we press for further efficiencies, 
strengthen our traditional businesses and expand into 
new areas. 
MAIN BUSINESS For convenience, our total business, (internal divisions 
AREAS 
plus subsidiary company operations), can be thought of 
as falling within four main buSiness areas. From 
Chart 3 you will see that the Chemicals Business 
Area and the Explosives Business Area, when taken 


together, accounted for over two-thirds of the 


Company's consolidated sales in 1971. 


t will concentrate my remarks for the next few minutes 
on these two important segments of our business which 
are shown in greater detail in Charts 4 and 5. These 


charts will also give you a better idea of how our 
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subsidiary operations fit with internal operations and 
will indicate the important commercial links we have 


with other companies on this continent. 


On Chart 4 you will see the organizational outline of 
the Chemicals Business Area. It is composed of two 
The Chemicals 
Business Area CIL divisions, Agricultural Chemicals and Industrial 
Chemicals (which I touched upon earlier) and several 


subsidiary and affiliated companies. For simplicity's 


sake, I have not included all the subsidiary companies. 


The first company noted is Chipman Chemicals Limited, 

a long established and well known name in the insecticide 
and fungicide trade. It is 100% CIL-owned. Next is 
Alchem Limited, which manufactures and distributes a 

wide variety of products for water treatment, and is 

51% owned by CIL. This is one of several examples 

where CIL is working closely with a U.S. company. In 
this case our partner is the Nalco Chemical Company 

of Chicago, a technological leader in its field in the 


United States. 


The next company, Canadian Hanson Limited, specializes 
in metal finishing supplies and equipment and is 85% 
owned by CIL, with the remainder held by Udylite 
Corporation of Detroit, a subsidiary of Occidental 
Petroleum Corporation. Following that is Cornwall 
Chemicals Limited, owned jointly by CIL and Stauffer 


Chemical Company of New York. Chemetics International 
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Limited is one of the new ventures I described earlier. 


On Chart 4 we can also see that sales of the Chemicals 
Business Area have risen steadily in recent years. This 
basic trend is expected to continue in the period 
immediately ahead. The prospects for the Agricultural 
Chemicals part of this business are brighter than they 
have been for some time. Low profitability in the 
fertilizer field, owing to gross oversupply and a 
consequent deterioration of fertilizer prices, has 
forced some producers to leave the business. In the 
meantime CIL, which already had an efficient world- 
scale plant operating at Lambton, has expanded its 
marketing organization and is in strong position to 
gain from the improvement of prices that is now taking 


place. 


The Chemicals Business Area also includes a large 
number of products that serve a much wider spectrum 
of Canadian industry; ranging from metal fabrication 
to food, and extending into the service industries. 
There is, and will remain, a particular emphasis on 
serving resource industries, and CIL's sales of many 
chemical products should reflect indirectly the 


expected strong world demand for Canada's resources. 


Our pollution abatement enterprises are a part of 
the Chemicals Business Area. Though small, they are 
already expanding rapidly and offer a great potential 


for future profitable growth. 
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The Explosives 
Business Area 
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We recognize that environmental control has a special 
aura of its own these days and that it could easily 
become crowded with new entrants. We believe, however, 
that we have some special advantages, such as experience 
in the field going back many years and the es Ns to 
contribute specialized technical competence to 


environmental control. 


The other main breakdown I want to show today is the 
Explosives Business Area, which had sales in excess 
Of S100 mull vonwiny 19712 BThestwo mein Cll divistons 
included here are Ammunition and Fxplosives. These 
divisions and the subsidiary and associated companies 
I have shown all have a relatively close connection 


with one another. 


The first subsidiary company listed is Canadian Safety 
Fuse Company Limited, a manufacturer of safety fuse 
and related accessories used in blasting. It is 51% 
owned by CIL, with the remaining interest held by 
Ensign=Bickford Company of Simsbury, Connecticut. 
C-I-L Ammunition Inc. operates a plant in New York 
States" To dategittonily saccounts=foreéa’ smalie portion 
of the U.S. sporting ammunition business, but even 
that degree of success means that the U.S. operation 
1SPan- importCant* partvor Clips totaleanmunition 
business. West African Explosives and Chemicals 
Limited is located in Liberia where it is supplying 


a growing segment of the West African market for 
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explosives and ammunition products. I mentioned 
Jarvis Clark and McPhar in my earlier comments on 


new ventures. 


Sales of the Explosives group of businesses advanced 
17% last year and this general buSiness area is 
expected to show a fairly strong upward trend over 
the next few years. Again there is a substantial 
natural resource orientation. We are fully aware 
that our continued success in serving this sector of 
the Canadian economy will not be automatic. We have 
built up a good reputation opposite Canada's resource 
industries, through quality, service and strong 
technical support, AGEL BE intend to merit their 


continuing respect and patronage. 


I don't want to leave you with the impression that 

our Explosives Business Area is directed entirely to 
resource industries. It also serves other important 
markets. Sales to the heavy construction industry 

are substantial, for example, and provide a stabilizing 
influence on sales and profits. In good times private 
construction programs make heavy calls for explosives 
products, and when general economic conditions are 

less robust, governments are nrone to vush construction 
of roads and other public works - again creating a 


demand for explosives. 
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It is expected that the two main business areas that I 
have covered - Chemicals and Explosives - will still 
account for the bulk of CIL's sales and earnings in 
the years immediately ahead. Our present plans for 
the development of these and other businesses will 
call for substantial amounts of capital, but we are 
not anticipating going to the market for funds for 
some time ahead. We are currently in a strong cash 
position owing to the funds we have obtained from 
sale of our plant site at Hamilton, Ontario, and the 
sale of our remaining interest in Millhaven Fibres 
Limited. Moreover, our cash flow outlook for the 
next two years is extremely favourable. Refunding 
of our remaining 33% sinking fund debentures, which 
come due in November 1974, may be necessary. We 
recognize that our need for capital could change 
rapidly, depending on the rate of success of our new 
venture investigations. At the moment, however, I 
do not foresee an early resort to new outside 


financing. 


Before closing I think this audience will be interested 
in the fact that Imperial Chemical Industries, the 
largest shareholder in CIL, recently purchased all the 
outstanding shares of Atlas Chemical Industries Inc. 

in the United States. The operations of Atlas and 


those of ICI America were merged to form a new company 
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called ICI America Inc. of a size, measured in sales, 


almost as large as CIL. 


The relationships possible between CIL and a closely 
associated company in the chemical business in the 
United States will be of significant benefit to CIL, 
particularly sinethe=oppertunitiess tt -wild vatfordrtor 
using the experiences and services of each more 


effectively. 


As a step towards achieving co-ordination of the 
strengths of the two companies, the President of ICI 
America Inc., and the President and a Vice-President 
of ICI North America Limited, have been elected to 
the CIL Board and I will serve on the Board of ICI 
America Inc., as well as on the Board of ICI North 


America Limited. 


My colleague, David Coyle, and I will now be pleased 
to respond to your questions to the best of our 


aDLilLy. 
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Chart No.1 


Canadian Chemical Industry Shipments 1970 


Consumer-Oriented Products 


Pharmaceuticals and Medicines 
Soaps and Cleaning Compounds 
Paint and Varnish* 

Toilet Preparations 


Industrial-Type Products 
Industrial Chemicals* 

Plastics and Synthetic Resins* 
Mixed Fertilizers * 
Miscellaneous 

(Including Explosives* 

and Ammunition) 


Industry Total 


*VWhere CIL production is concentrated. 
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Chart No.3 
Sales by Major Business Areas 1971 


Chemicals 
40% 


Paints and 
Pigments 
12% 


Explosives 
31% 
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Chart No. 4 
Chemicals Business Area 


Sales 
Millions 
of $ 


140 


CIL Internal Divisions Agricultural Chemicals 
Industrial Chemicals 


Selected Subsidiary & Chipman Chemicals Limited 
Associated Companies Alchem Limited 
Canadian Hanson Limited 
Cornwall Chemicals Limited 
Chemetics International Limited 
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Chart No.5 
Explosives Business Area 


Sales 
Millions 


CIL Internal Divisions Ammunition 
Explosives 

Selected Subsidiary & Canadian Safety Fuse 

Associated Companies Company Limited 


CIL Ammunition Inc. 

West African Explosives & 
Chemicals Limited 

Jarvis Clark Company Limited 
McPhar Geophysics Limited 
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